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i t 7  L S  I:;  ,3 f 1.1-1a.i. sc> ~ ( 9 r s e  rjetcprmir~taidrt , . l s . t t e r  t . Your oppf i c a t i o n  f o r  
t a :  e:. :eapt  5 t a t 1 . 1 ~  ~ l r l d e r  s e c t i o n  S o t  ( c )  ( 3 )  d f  ' thll X h t e r n ~ l  R e v e n u e  
CI:?? a!'  LYS4 15 r l e r e b y  ~ J e r ~ i e d ,  That %t.at tc te  provides f o r  a:{en~pt , ion 
f on, I ' e c l ~ r c  i I rbcon~e Ta:.: f o r  c o r p o r o t  'c,na, or  a n y  c o n m l . ~ n t i y  c h e s t ,  
I :  : ' o I . ~ T . I ~ ~ ~ ~ , ~ . o F I  t h a t .  i r ;  a r g a n i r e d  land o p e r a t e d  a,:r:luall~@?.2y f a r  
rt.1 13101.1c7! c t rar  1 t . ~ ? b l e ?  s c j . e n t i f  icr  tcrut ing  f o r  p f ~ b l i c  !&afeiyr 
I l t , e r  + r ; , ~  (31' ~ ? ~ ~ l . i r . : a t , ~ o r ~ a l  p u r p o s e s  and no p a r t  o# the ,net e a r n i n g s  o f  
w f i x r  7 1 l f 1 1 r  6'5 1 , ~  t h e  h e n e f  l. t - 1  arty p r i v a t e  s h a r e h a l d e r  or  i r ~ d i v i d u i , l .  

6 ; r ! , I . . !  . I , . .  . 5':n1a o f  y o u r  a c t i v i t i e s  ~i 11 accompl ish chbr i t a b !  -t arrd 
r i . , ~ . ~ r p o s e s r  mar-ly a c t i v i t i c e ' b  w i l l  be dlrectsd t o  t h e  e c o n o m i c  
. . - i , ~ ~ ~ . l - q : ~ ~ : c . ! r . l  t or' bl.!s 1 rte31ies ii( the a r e a  and t a  t h o  econamic benefit 

I , ,  pcl::!;,i e i r ~ v c r l  ~ ' e d  1 r 1  t t t e  f l l n ~  i n d u s t r y ,  These a c t i v i t i e s  a r e  
,. ...,I. i 8 . ! r . : ~ :  II . I  T . ~ J ~ I . ~ ~ . )  d r ~ d  trre bencrf i t  t h d t  extce~.~ds t o  the g e r ~ e r a l  p u b l i c  

-7. ' . =  111i: I . ! c > ! L ~ , ~ .  ) n e l ' e f  c , r e  9 t h e s e  a c t . i v i t i e %  a r e  rtat st? i c t l y  w i t h i r ~  
I t  k> r . t . ! ) v t .  $.!i' ~ ~ ' t ~ ~ , . ? ~ l t , ~ b l a  u r  e d ~ . l c a t i o n a r l  a a t i v i t i & s  w i t h i n  the m@aning 
, #. .., ,.% .I 1c!rt I ,  :',,::I ( c r  ( _ ! ? - I  i c )  ! 1 ) o f  t h e  I r ~ c o n ~ e   fa^ F e g c l l a t i o n s ,  

r I I V  ! ,  :,t,??r ,:)fa ******  * * * * *****   d i d  n 'o t  contain a n y  a d d i t i o n a l  
., . -, ,. + , 5 .  1 i:,~ C \ T  ( : J ~ . ~ I c E T '  **  * * * * * * * * *   c h a n g e  ,Our p o s i t i o r ~ *  A c c o r d l . r t g 1 ) ~ ~  
. :i'-,!l , , 1 I c . 3  t, : c r ~  t 1 < 7 r  r a c ~ : ) g n i l l o n  L I ~  e z : s m p t i a n  under, s e c t i o n  S O 1  ( c )  (3) 
:.)f ;.:.IP CCIL IE  1 %  <F? . : IP (~  ~7r1l.i t h ; ~  * L e t t e r  becan~as o l ~ r  f i r l a ?  d e t e r t r t i r t a t i o r ~ .  

I . , O I - ~ ~ ~ . L C I I J + . ~ ~ ? I - I S  +,u '1 i3 ' !  3r .2  I -  d e d u c t . i b l e  by donors a s  p r o v i d e d  i r l  
$.PC  lor^ ; ' i l i c '  o f  t h e  Code,  

'31.1.,c...i ;cl: I I I ' ! :  I - I ~ + ,  ? r o t e 5  t irr a t i m e l y  s a n n e r  9 we h a v e  c o r t s i d e r e d  this 
d~ a f 3 -  !l.lr.e .?.c ~r::l'\al.t<;t a v a i l a b l e  administrative r e m e d i e e .  S e c t  i o r ~  
?1(291;.1, 2, ! c l f  t h e  I n t , e r n a l  R e v e n l ~ e  Code p r ~ v F d r ) s  i n  p a r t  that: 
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t , h ~  ti1 st r ,c: t o f  T . : ~ l l . l ~ ~ ~ b l . a  d e t ~ r r n i r ~ e ~  t h a t  t h e  o r g a n i x s t i o r r  
i n v o l v e d  h a s  e :<hsl . l s ted  a d l ~ i q i s t r  e t i v e  r e n ~ q d i r s  a v a i  l sS lsr  t o  . 
i f  w l  t , h l n  t ,he I r t t , e r r ~ s l  Revenue S e r v i c e ,  ! 

However  r 1.f   yo^^ b e l l e v e  t h a t  you. heve exhat , t e a  y  
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Dear S Ft or Madam: 

We have  c o n s i d e r e d  y o u r  a p p l i c a t i o n  for r e c o g n i t i o n  of exemption from 
Federa l  income t a x  under t h e  provis ions  of rection 5Ol(c)C3) of the  Xnternal 
Revenue Code o t  1954 and i t s  appl ioable  InoOme Tax R e g ~ h t i ~ n ~ .  Based on 
t h e  ava i l ab le  information-r we have determined t h a t  you do n o t  qua l i fy  fo r  
the  reasons s e t  forth on Enclosure I, 

AS your organiza t ion  has  not  e a t a b l i l h e d  exemption from Federal haone  tax ,  
i t  w i l l  be necessa ry  f o r  you t o  f i l e  an annua l  inoozae t a x  r e t u r n  on Form 
1041 i f  you a r e  a t r u s t  o r  Form 1120 i f  you a r e  a  a o r p o r a t i o n  o r  a n  
unincorporated ansociation. 

I f  you a r e  in agreement with our  p;oposetJ den ia l ,  p l e a r e  r i g n  and r e t u r n  
one copy of the enclosed Form 6018, Consent t o  Proposed Adverse Action. 

# 

You have  t h e  r i g h t  t o  p r o t e r t  t h i r  propoaed determinat ion  i f  you be l i eve  
t h a t  i t  i s  i n c o r r e c t .  To p r o t e s t ,  you should submit a w r i t t e n  appeal giving 
t he  f a c t s ,  law and o t h e r  information t o  mugport your por i t ion  am explained 
i n  t h e  enc losed  Publ?.cation 892 (Rev. 7-83), n$xsmpt  organization^ Appeal 
Procedures  for  Unagreed I s s u e s * .  Thr appea l  muat be ciubmitted wi th in  30 
d a y 8  f rom t h e  d a t e  o f  t h i n  l e t t e r  and must  be  o igned  by o ~ a  o f  y o u r  
p r inc ipa l  o f f i c e r s .  You may requos t  a hear ing  wi th  a  member of t h e  office 
of t h e  Regional Di rec to r  of Appeals when you f i l e  your appeal, I f  a  herring 
i a  r e q u e s t e d ,  you w i l l  be con tac tad  t o  a r r a n g e  a  d a t e  for it, The hearing 
may be  h e l d  a t  t h e  R e g i o n a l  Of f i ce ,  o r ,  i f  you rQqUer t ,  a t  any mutually 
convcnicbnt D j r t r i c t  of f ice .  I f  you a r e  t o  be r e p r e r a n t e d  by somsona who ' 
is no t  one of your p r i n c i ~ a l  o f f i o e r s ,  h e  o r  s h e  muat f i l e  r, proper power 
of a t t o r n e y  and o t h + r \ q i s o  q u a l i f y  u n d e r  o u r  C o n f e r e n c e  and P r a c t i c e  
R e q u i r e m e n t s  a e  s e t  f o r t h  i n  C a c t i o n  601.502 o f  t h e  S t a t e m e n t  o f  
Procedura l  Rules. see Treasurv Department Circular No. 230. 

1 

Internal Revenue SorVlce 

D~strict 
Director 

Penon !o Contact; 
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If  you do n o t  p r o t e r t  t h i s  prop0 
w i l l  be considered by tho Intern& 
8vaiPablo a d n i n i s t r a t i v a  reined 
Revenue Code provides in part that8 

A daclaratory j u d g u n t  or doern under 'iht. &ion . h & ~  
not be issued fa any prburodinq &&ma t h e ' q d  . qo& ,  ?tbi 
Claims Court, o r  t he  dirClrQt amzt of tho ~ n 4 t i d ; ~ . $ r t i r '  b r  

, ' 
for t he  ~ i s t r i c t  of colorrbir uotcrrainor tha t  tho ok~mlrtfan 
involved 'has exhausted ad.inirtrat$v@ m m d i r r  avrlhblr, to 
it within the I nt r rnr l  Rovenua Soroicm. .. , 

1f w e  do not hear from you within t h e  t i n o  apoalfiod, t h b  w.ill'be- our . . 
f i n a l  de t e rmina t ion .  I n  t h a t  event,  appiopr i r ta  S t a t e  of f ic ia l s  w i l l  P 8  
notified of t h i n  ac t ibn  in-boaordanao k i t h  the  prooLibnr of seat& 6104(0) 
of t h e  Code. 

i Bfaodbrafg yoara, 

I 
District Directoc 



Enclosure  X 

The A p p l i c a t i o n  d i s c l o e e r  t h a t  * *  * * * * * * * *  * * * * * *  **** **********  ***  
( h e r e a f t e r  c a l l e d  * *  ********** ) was i n c o r p o r a t e d  i n  t h e  s t a t e  of  *****   
on ***** **  ****. 

The ~ r t i c l e s  o f  I n c o r p o r a t i o n  s t a t e  t h a t  t h e  p u r p o r e r  of  t h e  o r g a n i z a t i o n  
a r e :  

" . . . . t o  p romote  commerce i n  c o u n t i e s  @ p a c i f i e d  a s  * * * * *  ****  
* * * * * * * ******* * * * * *  ******   and  * * * *   and (1) t o  promote, 
a d v e r t i s e  a  p o a i t i v e  image  o f  t h e n e  c o u n t i e a t  ( 2 )  a u p p o r t  
e d u c a  t i o r i a l  f a c i l i t i e s  t h u s  e n h a n c i n g  o p p o r t u n i t i e o  f o r  t h o s e  
who w i s h  t o  w o r k  i n  t h e  f i l m  a n d  v i d e o t a p e  i n d u s t r y ;  ( 3 )  
e n c o u r a g e  and a i d  s k u d e n t  and i n d e p e n d e n t  f i lm makc~r r  i n  terms 
of f n f o r m a t i o n  r n d  r e s o u r c e s ;  ( 4 )  uni fy  governmdnt  o p e r a t i o n s  
w i t h i n  t h e  a b o v e  s t a t e d  c o u n t i e r  f o r  t h e  a b o v e  s t a t e d  purposerr  
( 5 )  r e c o r d  a n d  c o o r d i n a t e  b t ~ s i n e m r e s  in t h e r e  a r a a s  who w i r h  
t o  p a r t i c i p a t e  i n  t h e  film Indust ry .  

The a p p l i c a t i o n  i n d i c a t e s  t h a t  t h e  s p e c i f i c  a c t i v i t i e s  o f  t h e  Comrnission 
w i l l  be :  (1) To e n c o u r a g e  t h e  g r o w t h  o f  a f i lm p r o d u c t i o n  comunmity t h a t  
w i l l  b r i n g  economic d o l l a r s  back into t h e  ****  -county area by working with  
e d u c a t o r e  and communitiaa t o  en la rga  t h e  t a l e n t  baee; '  (2)  Educate r e n i d e n t s  
and b u s i n e s s e s ,  i n  t h e  same c o u n t i e ; s  on p r o d u c t i o n  coming i n t o  t h o  arenr  
( 3 )  u n i f y  r e R o u r c e s ,  p u b l i s h  b r o c h o x e a ,  i n f o r a a t i o n  r e r o u r c a  books, and a  
f i lm o r  v i d e o  t a p e  f o r  t h e  ***** co,.lty a r e a  t o  promote loca t ion  t o  produc- 
t i o n  companies  l o o k i n g  f o r  s i t e s  ir, * *  ********   ( 4 )  Solve problems r e l a t -  
i n g  t o  p r o d u c t i o n  f o r  p r o d u c t i o n  companies, cities, and r e s i d e n t ~ r ( 5 )  Find 
l o c a t i o n e ,  p e o p l o ,  and i n f o r m a t i o n  f o r  p r c d u c t b n  companies coming i n t o  t h e  
****   c o u n t y  a r e a  r and ( 6 )  Help o t h e r  commise.ions needing information abou t  
t h e  a r e a .  

***  **********  p l a n s  t o  s p e a k  t o  Chambers of Commerce and  c i t y  o f f i c i a l s  
i n  t h e  v a r i o u s  c i t i e s  and t o w n r  r e p r e s a n t e d  t o  let  t h e n  know how t h e  film 
i n d u s t r y  c o u l d  fmpact  on t h e i r  members* f i n a n c i a l  g r o w t h .  ***  ********** - 
a l s o  p l a n s  a  d i r e c t o r y  o f  t h e  b u s i n e e e e s  a n d  c i t y  f a c i l i t i e s  t o  h s l p  
p r o d u c t i o n  companies  coming t o  f i n d  w h a t  t h e y  need  w i t h i n  t h e  des igna ted  
a r e a .  

* * * *   l o c a l  c o l l e g e s  o f f e r  s t a g e  and e l e c t r o n i c  media c l a s s e s  which provide 
new t a l e n t  t o  s e r v e  p r o d u c t i o n  n e e d s .  ***  **********  h a s  no  p l a n e  t o  
p r o v i d e  a c t u a l  e d u c a t i o n a l  f a c i l i t i e r  or *b placement. 



One o f  t h e  m o s t  i m p o r t a n t  a c t i v i t i e a  o f  * *  **********   be t h e  
g a t h e r i n g  a n d  d i s s e m i n a t i o n  ef f n f o r z t b t i o n  on  t h e  a r i a .  The in fo rma t iona l  
p a c k e t s  w i l l  b e  f u r n i s l . e d  t o  u t u d i o s  and' p r o d u c t i o n  c o m g a n i e e  t e l l i n g  
t h e m  a b o u t  t h e  a r e a  a n d  w h a t  it h a r  t o  o f f e r ;  a n d  a p a c k s t  w i l l  b e  
f u r n i s h e d  t o  t h e  s c h o o l s  a n d  c o m m u n i t i e s  t e l l S n g  them why busineus is good 
e c o n o m i c a l l y  f o r  t h e  a r e a  a n d  how t h e y  c a n  be i n v o l v e d  i n  t h e  grocebla .  
A v i d e o  t a p e  is p l a n n e d  t o  a t t r a c t  p r o d u c t i o n  companies t o  t h e  community. 
The  t a p e  w i l l  b e  made w i t h  l o c a l  t a l e n t ,  t o  rhow t h e  r k i l l a  o f  t h a  people 
a a  w e l l  a s  t h e  b e n e f i t s  o f  t h e  loca t ion8 .  

C u r r e n t l y ,  * *  ********** , i n  c o o p e r a t i o n  w i t h  t h e  l o c a l  c a b l e  company,  
p r o d u c e s  a  monthly  c a b l e  TV program e n t i t l e d  -***** ******* The i n t e n t  i z  t o  
i n f o r m  t h e  community o f  t h e  c o n t e n t  and p o t e n t i a l  o f  v a r i o u s  c a z e e r s  in t h e  
a r t s .  One o f  y o u r  d i r e c a o r s  i a  a l s o  t h e  Director of Community Programming 
f o r  t h e  l o c a l  c a b l e  s e r v i c e .  Anyono i n  t h e  area can p r o d u c e  a  show f o r  
l o c a l  c a b l e  a t  no  cos t .  I n  add i t i on ,  * *  **********  provide8  an  a r t s  c a b n d -  
a r  t o  a n n o u n c e  t h e a t e r ,  a r t  d i s p l a y s ,  a n d  o t h e r  e v e n t 6  in t h e  a r e a  and t o  
encourage  a t t e n d a n c e .  

~ h u s  f a r ,  * *  **********  h a s  w o r k e d  w i t h  s e v e r a l  p r o d u c t i o n  companies in 
t h e  a r e a s .  The  a c t i v i t i e s  c o n d u c t e d  have been t o  o h t a i n  e x t r a 8  t o  work in 
t h e  f i l m s ,  a r r a n g e  p o l i c e  e s c o r t 8  d u r i n g  . h o o t i n g ,  f i n d  2 , o c a t i o n e  f o r  
f i l m i n g  , a n s w e r  q u e s t i ~ n e  r e g a r d i n g  e q u i p m e n t  r e n t a l ,  a n d  w o r k  w i t h  t h e  
S t a t e  Film Commission t o  encourage  film produce r s  t o  come t o  t h e  S t a t e .  

The  income  o f  * *  **********  is e x p e c t e d  t o  come from g e v c r n m e n t  g r a n t s  
and c o n t r i b u t i o n s .  E x p a n s e s  o f  t h e  o r g a n i z a t i o n  a r e  p r o j e c t e d  t o  b e  f o r  
s a l a r i e s  a n d  o f f i c e  s u p p l i e s .  * * *  * * * * * * * * * *  h a 8  n o t  p r o j e c t - e d  a n y  
e x p e n s e s  f o r  t h e  c a l e n d a r  o f  e v e n t a .  The  l o c a l  c a b l e  company p r o d u c e s  
t h e  "***** *****  n program and a b s o r b s  t h e  c o s t .  

S e c t i o n  5 0 1 ( c  ) ( 3 )  o f  t h e  Code p r o v i d e s  f o r  t h e  exemption from F e e e r a 1  income 
t a x  o f  c o r p o r a t i o n s ,  a n d  a n y  community, c h e s t ,  fund, o r  foundat ion ,  organized  
and o p e r a t e d  e x c l u s i v e l y  f o r  r e l i g i o u s ,  c h a r i t a b l e ,  s c i e n t i f i c ,  t e s t i n g  for 
p u b l i c  s a f e t y :  l i t e r a r y ,  o r  e d u c a t i o n a l  p u r p o s e s ,  or  t o  f o s t e r  n a t i o n a l  or 
i n t e r n a t i o f i a l  a m a t e u r  s p o r t s  compe t i t i on  or f o r  t h e  p r e v e n t i o n  of c r u e l t y  t o  
c h i l d r e n  o r  a n i m a l s ,  n o  p a r t  o f  t h e  n e t  e a r n i n g a  o f  w h i c h  i n u r e s  t o  t h e  
b e n e f i t  o f  a n y  p r i v a t e  s h a r e h o l d e r  or i n d i v i d u a l ,  no g u b s t a n t i a l  p a r t  o f  t h e  
a c t i v i t i e s  o f  w h i c h  i a  c a r r y i n g  on p r o p a q a n d a ,  o r  o t h a r w i s e  a t t e m p t i n g ,  t o  
i n f l u e n c e  l e g i s l a t i o n ,  ( e x c e p t  a s  otherwise provided in s u b s e c t i o n  ( h ) ) ,  and 
which d o e s  n o t  p a r t i c i p a t e  i n ,  o r  i n t e r v e n e  i n  ( i n c l u d i n g  t h e  publ i sh ing  or 
d i s t r i b u t i n g  o f  s t a t e m e n t s ) ,  a n y  p o l i t i c a l  c a m p a i g n  o n  b e h a l f  o f ' a n y  
c a n d i d a t e  f o r  p u b l i c  o f f i c e .  



S e c t i o n  1 . 5 0 1 ( c ) ( 3 ) - l ( a ) ( l )  o f  t h e  R a g u l a t i o n s  e t a t e r  t h a t  i n  o r d e r  t o  
q u a l i f y  u n d e r  s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  C o d e ,  a n  o r g a n i z a t i o n  m u r t  b e  b o t h  
o r g a n j z e d  a n d  o p e r a t e d  e x c l u s i v e l y  f o r  one o r  more exempt purposerr. I f  a n  
o r g a n i z a t i o n  f a i l 8  t o  meet e i t h e r  t h e  o r g a n i z a t i o n a l  o r  o p e r a t i o n a l  t e s t ,  
i t  is n o t  exempt. 

S e c t i o n  1 . 5 0 1 ( c ) ( 3 ) - l ( a ) ( 2 )  o f  t h e  R e g u l a t i o n 8  s t a t e s  e h a t  t h e  term "exempt 
p u r p o s e  o r  p u r p o s a s ' ,  meana a n y  p u r p o s e  o r  p u r p o e e s  s p e c i f i e d  i n  a e c t i o n  
5 0 1 ( c ) ( 3 )  o f  t h e  Code. 

S e c t i o n  1 . 5 0 1 ( ~ ) ( 3 ) - l ( c ) ( l )  o f  t h e  R e g u l a t i o n 8  s t a t e s  t h a t  a n  o r g a n i z a t i o n  
w i l l  be  r e g a r d e d  a s  " o p e r a t e d  o x c l u r i v e l y ~  f o r  one  o r  more exempt purpose8  
o n l y  i f  it e n g a g e s  p r i m a r m  i n  a c t i v i t i e s  w h i c h  accomplireh one o r  more of  
s u c h  e x e m p t  p u r p o s o e  s p e c i f i e d  i n  r e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  C o d a ,  An 
o r g a n i z a t i o n  w i l l  n o t  b e  r o  r e g a r d e d  i f  more  t h a n  a n  incubr r t an t i a l  p a r t  o f  
i t s  a c t i v i t d e s  is n o t  in f u r t h e r a n c e  of  ar, exempt purpoee.  

R e v e n u e  R u l i n g  76-419, 1976-2 C.B. 146 ,  h e l d  t h a t  a  n o p p r o f i t  o r g a n i z a t i o n  
which had  a s  i t s  o b j e c t i v e s  t h e  r e l i e f  o f  condit.ions o i  p o v e r t y ,  dependency, 
c h r o n i c  unemployment ,  a n d  unde remploymen t ,  a n d  t h e  r e d u c t i o n  o f  community 
t e n s i o n s  i n  a n  e c o n o m i c a l l y  d e p r e s s e d  community qualificbd for exemption under  
s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  Code.  I n  f u r t h e r a n c e  of t h o s e  pu rpose r ,  t h &  organ- 
i z a t i o n  a n c o u r a g e d  i n d u s t r i a l  e n t e r p r i r e r  t o  l o c a t e  new f a c i l i t i e o  i n  t h e  
economic  3 l l y  d e p r e s s e d  area in o r d e r  t o  provide  more employment o p - o r t u n i t i e s  
f o r  low-income r e s i d e n t s  of  t h e  area. 

I n  t h i e  r u l i n g ,  t l r e  o r g a n i z a t i o n  p u r c h a s e d  b l i g h t e d  l a n d  i n  t h e  ' i res  a n d  
c o n v e r t e d  it i n t o  a n  i n d u s t r i a l  p a r k ,  Bus ineseea  I c r c a t h g  i n  t h h  p a r k  were 
r e q u i r e d  by  t h e i r  l e a s e s  t o  h i r e  a  sdgn i f i can t  number of p r e s e n t l y  unempbyed 
p e r s o n s  a n d  t o  t r a i n  them in needed s k i l l s .  I n  o r d e r  t o  ach ieve  t h e  g r e a t e s t  
community b e n e f i t ,  t h e  orgar r iza t ion  r e l e c  .acl '.anants f o r  t h e  i n L u e t r i a l  pa rk  
o n l y  t h o e e  e n t e r p r i s e s  w h o s e  h i r i n g  p o ' ~ c i e s  confo rmed  t o  f a i r  employment 
l e g i s l a t i o n .  E n t e r p r i s e s  h a v i n g  i n i t i i  1 r e q u i r e m e n t s  f o r  b w  s k i l l  w o r k e r s  
w e r e  f a v o r e d  o v e r  t h o s e  w i t h  i n i t i a l  high s k i l l  job r e q u i r e m e n t s ,  s i n c e  t h e  - 
f o r m e r  w e r e  o f  g r e a t e r  immed ia t e  b e n e l i t  t o  t h e  eu r round ing  d e p r e s s e d  com- 
muni ty .  

I n  R e v e n u e  R u l i n g  77-111, 1977-1 C.B, 144,  a n  o r g a n i z a t i o n  f o r m e d  t o  
i n c r e a s e  b u s i n e s s , p a t r o n a g e  i n  a d e t e r i o r a t e d  a r a a  by p rov id ing  information 
on t h e  a r e a ' s  e h o p p i n g  o p p o r t u n i t i e e ,  l o c a l  t r a a e p o r t a t i o n ,  a n d  
a c c o m m o d a t i o n s  wae  n o t  o p e r a t e d  e x c l u s ~ v e l y  f o r  c h a r i t a b l e  p u r p o s e e  a n d  
d i d  n o t  q u a l i f y  f o r  e x e m p t i o n  under  s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  Code, 



In S i t u a t i o n  1 o f  t h a t  r u l i n g ,  a n  o r g a n i z a t i o n  w h o r e  p u r p o s e  was  t o  
i n c r e a s e  b u s i n e s s  p a t r o n a g e  in a  d e t e r i o r a t e d  a r e a  mainly i n h a b i t e d  by 
minor i ty  g roups  who p r e s e n t e d  te levis ion and radio advertisamentr dercribing 
t h e  advan tagee  of shopping i n  t h e  area,  and c r r a t e d  a rpeakr rs '  bureau and 
o p e r a t e d  a  t e l e p h o n e  e e r v i c e  provid ing  informat ion  t o  prospective shoppers 
on t r a n , ; p o r t a t i o n  and accommodatFons i n  t h e  a r e a ,  and a l r o  informed t h e  
r.ewa media o n  t h e  a r e a ' s  p r o b l e m r  a n d  p o t e n t i a l ,  d i d  n o t  q u a l i f y  f o r  
exemption. 

The r u l i n g  h e l d  t h a t  a l t h o u g h  t h e  a c t t v i t i e r  may c o n t r i b u t e  t o  t h e  
a c h i e v e m e n t  o f  t h e  p u r p o s e s  d e r c r i b e d  i n  s a a t i o n  SOl(cI(3)  of  t h r  Code, 
t h e i r  o v e r a l l  t h r u s t  w a s  t o  promote b u e i n e s r  r a t h e r  t h a n  t o  accomplish 
e x c l u s i v e l y  5 0 1 ( c ) ( 3 ) - o b j e c t i v e s .  The  o r g a n i z a t i o n  d i d  n o t  l i m i t  i t s  
a c t i v i t i e s  t o  e x c l u s i v e l y  c h a r i t a b l e  g r o u p r  and provided  ase i s tanr - -e  n o t  
only t o  mino r i t y  bus inees  b u t  a l s o  t o  bueinelrs which were not  experiencing 
d i f f i c u l t y  b e c a u s e  o f  t h e i r  l o c a t i o n  i n  a  d e t e r i o r a t e d  r e c t i o n  of  t h e  
community. 

*** ******  ** * ******  **** **********  promoter a l l  buainesrer in t h e  ****** 
c o u n t y  a r e a ,  w i t h o u t  r e g a r d  t o  f i n a n c i a l  cof id i t ion  or  need.  I t  p rov idae  
epec i a l i zed  a e r v i c e e  t o  p roduc t ion  companies t o  a id  them in their respec t ive  
product ion probiems. 

~t a p p e a r s  t h a t  * *  **********  i a  s imi l a r  t o  t h e  o r g a n i z a t i o n  d e s c r i b e d  
i n  Revenue  Ruling 77-111 because  of i t s  g e n e r a l  pq*rpose  o f  promoting t h e  
bus ines s  c o n d i t i o n s  in  t h e  a r e a ,  w i t h o u t  any c h a r i t a b l e  l imitations.  

-. L 

Revenue Ruling 76-419 does  n o t  app ly ,  because  in  t h q t  ruling, benefit6 wars  
l i m i t e d  t o  o r g a n i z a t i o n s  t h a t  provided meteurable benefi ts  t o  t h e  unemployed 
and underemployed i n  t h e  community. Tha t  o r g a n i z a t  Ion a l s o  provided t h a t  
employers would conduct t ra in ing  programs. 

Due t o  t h e  a c t i v i t i e s  o f  * *  ********** , p roduc t ion  companies occaseionally, 
o f f e r  employment t o  e l e c t r i c i a n s ,  c a r p e n t e r s ,  a x t r a s ,  e t c .  However, this 
temporary employment makes no eignificant impact on Linemploynent o r  bllghted 
cond i t i one  i n  t h e  a r e a .  The uee  of h o t e l s ,  restaurants, and o t h e r  se rv ices  
does  c o n t r i b u t e  t o  t h e  o v e r a l l  economic condition of! t h e  a r e a ,  b u t  it does 
no t  s e r v e  an exclusively char i tab le  purpoee. 



~ l t h o u g h  c e r t a i n  of * *  ********  p'a projoc$r'wiLZ bs;.rccompllr?ing chari t-  
a b l e  and e d u c a t i o n a l  ob jec t ivee ,  htnriy , . ~ c t i v $ f  i r e .  w,dlT bm d i r e c t e d  t o  t h o  
economic a d ~ ~ n c e m e n t  of burinerses in a*'j:iu'i'.' .and .:.to:%h&', &moniic banefft of 
t h e  people involved in th*  film i n d u b t ~ ~ ~ i ( ~ ~ ~ ~ ~ ~ ~ ~ o $ e ~ ~ a o t ~ ~ ; & d ~ f a 8 ~ ~ , a r &  pereonc1,in. 
n a t u r e  and t h e  benef i t  t h a t  extandd: tg t h e  ~ d n ~ ~ a l ' i  hcid&ri t i l .  
Therefore,  t h e s e  a c t i v i t h a  a r e  n o t  . i t i $ q t l y  w i t h e  t!he iieop*.of ci+itcrbh 
or  educa t iona l  a c t i v i t i e s  wi th in  th&':muaning of seot fon 1 . 5 0 1 ( ~ ) ( 3 ~ - 1 ( 0 ) ( 1  I 
of t h e  IncGme Tax Regulntiona. 

Accord ing ly ,  it is o u r  opinion that.' you a r e  no t  oporatod ~ . ~ x c l o r i v e l y  f o r  
c h a r i t a b l e  purpoees a s  rpnnified in  aeoti t  r 501(o)(3) of tho  code. 

* 

W e  be l ieve  t h a t  * *  *********   may qualify for  tbtelapthn: m d e r  =it& saotion 
501(c ) ( 4 )  o r  S1;l(c)(6) o f  the Code. To apply ' f o r  t ecogn i t ion  u n d i r  one of 
t h o r e  s e c t i o n s ,  you murt complete Form 1024. You do not have t o  re-rubmit 
an!, information t h a t  i r  already i n  the :;1e, 
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